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INTELLECTUAL PROPERTY
(Including

PROPRIETARY INFORMATION)

EXHIBIT 4 - Intellectual PropenylProprietary Information
Document Review Worksheet - this fonn is prepared by the
author/creator of the infonnation requested. It is forwarded.
along with Exhibit 5 (if needed) to the department IPIPI SPOC.

EXHIBIT 5 - Intellectual PropenyfProprietary Information
Identification and Valuation Worksheet - this form is prepared by
the author/creator of the information requested when the
information requires compensation from the affiliate requestor. [t

is forwarded. along with Exhibit 4 (above) to the department
IPIPI SPOC.

EXHIBIT 6A,B,&C- Employee Non-Disclosure Agreements ­
Three types of fonns and instructions for usage are'included in
this exhibit. The appropriate fonn must be signed by the
recipient(s) ofIPIPI infonnation before the information is
released. The department SPOC should receive the signed
original and forward it on the Pacific Bell Regulatory(the address
is printed on the fonn). Included are:

Descriptions for EXHIBIT 6A, 6B AND 6C
EXHIBIT 6A -Employee Non-Disclosure Agreement
EXHIBIT 6B - Reciprocal Non-Disclosure Agreement
EXHIBIT 6C - Meeting Non-Disclosure Agreement

Each department will maintain a log of IPIPI items that have been
sent to affiliates. Nonnally, the depanment IPIPI SP~C will
maintain the log. (Appendix 0, Exhibit 2)

The CPUC may request the logs of IPIPI shared with affiliates at
any time. Any such requests will be processed through Pacific
Bell Regulatory and the TPAG. Therefore, copies of logs must
be sent to the Transfer Pricing Affiliates Group IPIPI Coordinator
at least quanerly.

Logs are due from each department on a quanerly basis by Mar.
15th, Jun. 15th, Scp. 15th, Dec. 15th ft. if tbere is Dotbina to
report. These due dates were chosen so that the bulk of the
transaetions can be billed in the quarterly period the transaction
took place.
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Dual logging requirement

Reconciling PH and
Affiliate logs

Log Retention
Requirements

NON-DISCLOSURE
AGREEMENTS

INTELLECTUAL PROPERTY
(Including

PROPRIETARY INFORMATION)

Affiliates are also required to log the IP and PI they receive from
Pacific Bell. This duplicate log satisfies the PTG dual logging
requirement. (PIPI SPOCs must provide the affiliate SP~C with
the Transaction Number used on the Pacific Bell log.

Your department's Business Compliance Manager is responsible
for reconciling departmental logs with affiliate logs. All
discrepancies must be resolved. The department IPIPI SP~C will
be required to investigate discrepancies in a timely manner and
issue amended logs as required.

Logs must be retained for 10 years. They should be kept on site
for 2 years and then sent to the Records Center for an additional 8
years. See S.I. 9 for records retention infonnation and the
Records Retention Catalog, Section 3 for the Record Number.

Normally, a Non-Disclosure Agreement must be signed by each
recipient before delivery of Pacific Bell Intellectual Property and
Proprietary Infonnation including any verbal infonnation passed
on in meetings. (Exhibits 6A.B&C, Appendix D). All Non­
Dlsciotare Aireements mUlt be routed through your
Department IPIPI SPOC. The IPIPI SPOC knows the special
procedures used for Non-Disclosure Agreements that cover
multiple recipients.

The IPIPI SPOC has the responsibility of sending all Non­
Disclosure Agreements to Pacific Bell Regulatory. (Regulatory
is required to forward them to the CPUC.) The original signed
copy ofNon-Disclosure Agreements must be sent to:

Pacific Bell Regulatory
. 140 New Montgomery, Rm. 914
San Francisco, CA 941 OS

COMPLIANCE REVIEW On a quarterly basis, your department's Business Compliance
Manger will perfonn a compliance review of practices within the
department for handling affiliate requests for IP and PI. The
results of the quarterly review will be approved at VP level.

Effective 11/96 Corponte Principle 80
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MARKET PRICE

In 0.87-12-067. Ordering Paragraph 34u, the CPUC required
Pacific Bell to develop studies on the Market Prices of its transfer
priced services. Historically, Pacific has only performed Market
Price Studies on transfer priced services to affiliates that have
exceeded S100,000 in annual billings excluding billings to Nevada
Bell and Pacific Bell Directory, provided that the study could be
performed at a reasonable cost.

In 0.92-07-072 Ordering Paragraph 8, the CPUC affinned the
requirement for Market Price Studies:

"Pacific shall continue to conduct market pricing studies for non­
tariffed goods or services it expects to provide PBIS, except as
follows:

Market Pricing studies are not required for goods or services which
have an aggregate billing to all affiliates of less than S100,000 per
year. Billings to Pacific and Nevada Bell shall not be counted
toward the 5100,000 threshold.

Pacific May use the Consumer Price Index factor to annually
. update the market prices derived from the 13 studies it has already

perfonned. A new market price study for each of those services
will be due four years from the date of the original study, if PSIS is
still being provided that service and the 5100,000 threshold is met
at that time.

A Market Price represents the price in open market at which the
transfer priced good or service would be available.

The Transfer Pricing Affiliates Group (TPAG) will monitor the
Services Over $100,000 Report (generated by the Transfer Pricing
System) to determine if a transfer priced good or service has
exceeded the $100,000 threshold. If a service has reached
$100,000 and was not previously studied within the last four (4)
years, TPAG will be responsible for completing the study within
180 days. TPAG will notify the consultant, the Transfer Pricing
Administrator (TPA) and the Affiliate Contract Administrator as to
which service will be studied and the date it must be completed. In
the past, the accountina finn of Arthur Andersen has perfonned
most of the Market Price studies.

Corpcnte Principle 10
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Once a month the Market Price Steering Committee will request a
status from the consultant to monitor the progress of the Market
Price Study. The Market Price Steering Committee consists of
members from TPAG, Pacific Telesis Enterprise Group
Regulatory, Pacific Telesis Legal Group and the consultant.
Occasionally the TPA and Affiliate Contract Administrator are
asked to attend the monthly meetings and provide additional
information on the service being studied. This committee
represents the interests of the Pacific Bell service provider and the
affiliate receiving the service. These monthly meetings were
established to answer any questions the consultant may have that is
delaying the progress of the Market Price Study.

The cost of the studies, which includes both the cost of the
consultant and time spent on the studies by Pacific Bell
employees, are billed 1()()OJO to the affiliate(s) that pW'Chased the
service being studied. Pacific Bell employees who spend time on
the Market Price Studies. must track their time to tracking code
1Bland give this time exception to their payroll coordinator. The
bills from the consuJtants shouJd also be coded to tracking code
lB1.

It the service being Marked Price studied is provided to only one
affiliate, arrangements can be made with the consultant to render
the consultant bill directly to the affiliate. If the service is provided
to multiple affiliates, the consultant will issue the bill to TPAG and
TPAG will transfer price the various affiliate for the cost of the
Market Price Study.

Arthur Anderson has used the following methodology to develop
the Market Price:
The methodology used in developing the market price first requires
that a clear and concise understanding of the characteristics of the
service being provided be obtained. This is accomplished through
discussioDS' with subject matter experts and Transfer Pricing
Administrators (TPAs) within Pacific Bell. When needed, to more
accurately portray the service as it is offered or priced in the
market place, sub-service elements are identified.

Three or more vendors are then selected to survey for the Market
Price of the service. The vendors are selected based on the market
knowledge of Arthur Anderson. discussions with subject matter
experts, and discussions with the affiliate users of the service under
study. Whenever possible, vendors who have previously worked

Corponte Princ:iple 10
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with Pacific Bell to provide similar services are used. The vendor
responses are reviewed by Arthur Anderson to ensure
comparability with the transfer priced service being provided by
Pacific Bell. Adjustments to the vendor quotes are made. if
necessary, to reflect Pacific Bell's pricing unit. For example. if a
vendor quote is a daily rate and fully distributed cost has been
computed using an hourly rate, the vendor quote will be adjusted to
an hourly rate for comparison purposes. Once this review is
completed, the vendor quotes are averaged to arrive at the
weighted average Market Price for the service.

Finally, the Market Price is Compared to the Fully Distributed
Cost (FOC) for each service under study in order to detennine the
costing methodology that will be used going forward.

In summary, the Market Price Studies involve two major
components:

1. A review of FOC to ensure all costs are accurate.

2. An analysis of Market Price quotes received from three or more
vendors to ensure comparability with the service being studied.

3. A comparison ofthe Market Price with Full Cost for each
service under study.

When Arthur Anderson has completed the Market Price Study
the following steps are taken:

1. The Market Price Steering Committee reviews and
approves the consultant's draft of the Market Price Study.

2. Pacific Bell Regulatory sends a draft copy of the Market
Price Study to the CPUC. The CPUC is given 30 days to
review the study and provide comments back to
Regulatory.

3. Ifno comments are received from the CPUC, Pacific Bell
Regulatory will send the final bound version of the Market
Price Study to the CPUC. Ifcomments are received from
the CPUC, they will be incorporated into the final bound
version.

Corporate Principle 10
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4. If the service was originally billed at FOC and the Market
Price Study finds that Market Price is higher then FDC:
A. The TPA is provided with a copy of the final Market

Price Study.
B. The TPA starts billing the service as the new Market

Price beginning with the next billing cycle.
C. The TPA must update and revise the schedule and

manual to include the new Market Price rates.
D. Retroactive billing for the difference between the

Market Price and FOC back to the beginning of the
year in which the service billing exceeded $100.000
needs to-be completed. (The TPA will provide an
estimated completion date to TPAG.) For example. if
the service exceeded 5100,000 in 1995, the study was
completed in 1996 and the Market Price was ­
determined to be higher than FDC, the difference
between Market Price and FDC would be
retroae:tively billed back to January 1995.

5. If the service was originally billed at FDC and the Market
Price Study finds that FDC is higher than Market Price:

A. The TPA is provided with a copy ofthe final Market
Price Study.

B. The TPA continues billing the service at FDC.
C. Schedules and Manuals do not need to be updated.
D. No retroactive billing is required.

6. If the service was originally billed at Market Price and the
Market Price Study finds that FDC is higher than Market
Price:

A. The TPA is provided with a copy of the final Market
Price Study.

B. The TPA starts billing the service at the new Foe
beginning with the next billing cycle.

C. The TPA must update and revise the schedule and
manual to include the new FDC.

D. Retroactive billing for the difference between the
Market Price and FDC back to the beginning of the
year in whicb the service billing exceeded $100,000
needs to be completed. (The TPA will provide an
estimated completion date.) For example. if the

corporate Principle 80
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service exceeded $100,000 in 1995. the study was
completed in 1996 and Market Price was determined
to be lower than FOC. the difference between Market
Price and FOC would be retroactively billed back to
January 1995.

Once a service goes Market Price, the Market Price is
updated annually by applying the Consumer Price Index to
the Market Price (this will be referred to as the Indexed Market
Price). The indexing of exisdDI Market Price services always
begins in January of the new year. Indexing is done by TPAG and
notification of the new rates is provided to the TPA prior to billing
January business. Indexing for 11m Market Price studies follows
these guidelines: If a Market Price Study is completed in January
through September of 1996, CPI will be applied in January'1997
and the TPA will receive an Indexed Market Price to be used when
billing January 1997 business. If a Market Price Study is
completed in October, November or December 1996, CPI will not
be applied until January 1998.

Once the Market Price is updated for CPI, it should be compared to
the FDC to detennine if the Market Price continues to be higher. If
FDC is found to be higher after this comparison is made, then FOC
should be used for the year. This comparison should continue to
be made on an annual basis. Billing the higher ofMarket price or
Full Cost would be in compliance with 0.92-07-072.

Once a study has been performed, the service is not due for
re-study until four years from the date of the original study. For
reference purposes, the date of the original study is the date
the report was released by Arthur Anderson. Ifit has been four
yean since the date of the previous study and the billings for the
service currently exceed S100,000 excluding Nevada Bell and
Directory. then the service needs to be re-studied. If it has been
four years since the date of the previous study and the billings do
not exceed S100,000 then there is no regulatory requirement to
perform the study.
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There are other services Pacific Bell provides that are priced at
market for which Arthur Anderson does not perform a Market Price.
Study. These services, such as Property Management and Executive
Answering are based on a market survey performed by the Pacific
Bell service provider. The back-up for the Market Price charged
for these services should be maintained by the organization
providing the service and should be well documented.

List price is no longer accepted by the CPUC, therefore, services
should no longer be billed using a list price.
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EFFECTlV! 1119'

This document describes the corporate policies, guidelines and reporting
requirements that apply to Pacific Telesis Group companies whenever they
transact business with an affiliate. They have been developed to ensure
compliance with the laws and regulations governing affiliate transactions.
They also ensure that affiliates receive appropriate compensation for such
transactions.

The selling of assets, goods and services between affiliates is not unique
to Pacific Telesis. Throughout most corporations. this kind of activity
occurs regularly and is referred to as transfer pricing. Transfer pricing is
the valuation of goods and services provided by one affiliate to another
affiliate. Each Pacific Telesis affiliate implements its own procedures for
pricing goods and services consistent with these corporate policies. For
example, Pacific BeU has established internal guidelines known as the lnter­
Entity Transfer Pricing Guidelines IS.1. 80).

For the purposes of this policy, an Affiliatl is dlfinld generally as any
company consolidated in the corporatl financial statements or accounted
for under thl equity mlthod. The .use of an accounting definition for an
affiliatl is intended to refllet the nled to provide special care tor
transactions which are not arm's length. Whln an affiliatl is consolidated
it is, by dlfinition, controlled and thus thl transaction is not Irm's length.
If it. is accounted for by thl eQUity mlthod, the parent is deemed to have
-significant influence and control-, and thus it is not arm's length.
Ownership and control level. that don't melt the.e criteria. i.e.• not
deemed to have significant influence and control, use thl cost method at
accounting and a" considered arm's length transactions. For example. the
COlt method would be used when Pacific Telesil owns a small stake in a
large corporation.

Furthermore, using an accounting definition provides morl assurance since
the financial result. of this definition are auditld each year by independent
outside auditors. See Appendix A for a chart of Pacific Telesis Group
affiliata••

Additionally, for the purpo.a of this policy, the term telephone company or
-t.lco· refe" to Pacific BIll, Pacific e.u Directory and Nevada Bell.
QUiltiona regarding federal rule. applying to Pacific Ben Directory
transactions with other Bell affiliat.. should be directed to the contact
listed in Appendix B. Th. term non-tellphone company or -non-telco·
"fe" to aU other Plcific TII.lis Group affiliat.1, including the Holding
Company and Pacific Bell CatlOorv III 8II0w-the-Une (-BTl-) .ffiliates
(e.g. Pacific Bell Information Servic.., Plcific Bell Mobile Services. Pacific
Bell Internet Service., etc.). A Pacific BIll BTL affiliate is a company
which i. subject to Californil Public Utiliti.. Commission c.tegoriz~t~on
rul••, which provide. competitive servic.., hal maximum product ~f1clng
flexibility (i.I. market price) and who.. earningl Ir. not included In the
determination of sharing under Ca!ifornia's incentive regulation process.

1



~ Appendix C (Glossary of Terms) contains definitions of other terms used in
this document.

WHEN TO APPLY
THESE POLICIES

GENERAL POLICY

These ,policies, guidelines and reporting requirements govern all
transactIons between "telco· and "non-telco· affiliate.. There are two
exceptions to the application of these policies:

• The Holding Company performs the functions of a "parent· to the
corporation a. a whole and do.. not normally provide non-tariffed
goods Ind services to its subsidilries. All Holding Company
trlnsactions Ire governed by its cost Illocltion policies and guidelines.

• Incidental contacts mad. in the ordinary course of business that do not
result in the provision of a good or slrvic. or transflr of assets or
personn.L This Ictivity does not rlQuire compensation if it is
conduct.d und.r the saml terms and conditions as with outside third
parti.s.

Tranuctions among non-tllco affiliate. should be conductld on In arm's
Iingth basi•• i.••• using common busin." practices. "Any compensation
for such transactions should be a. negotiated by the non-tllco affiliates
involved.

Whill trln..ction. among Pacific T.,.sis Group affiliates must be priced in
accordancl with the.. policies. they should not be used to evaluate
whether goods or services should be purcha..d from an Iffiliate or an
outside company.

Generally. affiliatl purcha.. decisions should be based on an evaluation of
incremental colt VlrSUI market price. Incremental colt is the direct
additional coat of providi~ the good or service. If the incremlntal cost of
the affiliatl providing the good or service is II" thin the market price
outIide the corporation, the pwcha.. should generally be madl from the
affiliate. If the marklt prici is II" than the incremlntal COlt, the purchase
should be made outside unll.. there is a compelling non-economic relson,
I.g•• canflct with Pacific Tilisis' overall buIi"... strategy. The
comDlrilon should be madl based on lquivelent tlrms and conditions.

If the above criteria are met. PacifIC T.II•• Group comp.ni.s will not be
penIIizld for P'l'Chasing a IIrvicl from an affiliatl at a higher transfer
price thin outIidl market price. Pacific Tilisi. win pay the purchaslr the
difference between the tran.f. prici and the market price. AU suen
pr~ purchuing adjustments must be approved by Pacific TII.sis in
advance eIH Appendix 8 for the Pacific Telelil contact).

Whenever Pacific Tellsi. Group affiliates tranuct business with one
another they must Insure that the transaction:

• is conducted in accord.nce with the.. policies and guidelinls:



GENERAL POLICY
(CONTINUED)

REGULATORY
ACCESS TO
BOOKS AND
RECORDS

IF YOU HAVE
QUESTIONS
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- follows any other policies and guidelines of the affiliate companies
involved in the transaction; and

• benefits both of the entities engaging in it. either in terms of their
business strategy or expected financial returns.

To that end. each Pacific Telesis Group affiliate must implement these
policies within its organization. and every employee must follow them.
Management of individual companies must also develop the necessary
procedures and controls to ensure adherence to these corporate policies.
Procedures and controls should 1) establish. at a minimum. list and market
pricing mechanisms and fully distributed costing methodologies (see
Appendix 0) ; 2) ensure that transactions meet the regulatory and legal
requirements to which the company is subject: and 3) substantiate through
documentation that corporate policilS have been followed. (See Internal
Control Guidelines. Documentation and Retention.)

Affiliate transactions are governed and subject to review by various legal
and regulatory bodilS. including the Federal District Court (in its oversight
of the Modification of Final Judgment), the F,deral Communications
Commission (FCC), the California Public Utilities Commission (CPUCl. and
the California legislature. This document refers to these requirements
where applicable, but all affiliates should be aware of the general
requirements regarding access to books and records.

The CPUC has the authority to acclSs the accounts, books. papers and
documents of Pacific Bell and/or any subsidiary or affiliate of Pacific Bell
when the information involvlI transactions between Pacific Bell and its
affiliate to ensure that the transactions do not have an adverse affect on
customers. (See Appendix A for a chart of Pacific Telesis Group .ffiliates,)

Appendix B lists the contact for each Pacific Telesis Group affiliate who
can assist you with Question. concerning Iffiliate transactions including
questions about the application of federal rules. Additionally, the
videotape, Affili.te Tranyctjons CompU.nc,: Tht Mini· Serj.., may also
be helpful in answering your Questions. This videotape is required viewing
for all managemlnt emploYlls, and others with a need to know, in aU
Pacific Teillis Group companies. Your company contlct can assist you in
obtaining a copy of this videotape.

Devfl1lona from the.. poHd•• may also require ,.vI.w and/or approvll b.,
the applicable ,,,uI.tory commission. For any lituatlon that ..em. to
dverge from the.. poIIcI.s .nd guidtOne.. pl.... consult the afflnate
tranaactlori contact In your company (III Appendx I).

Occasionally, transactions may be proposed which are not addressed in
this document. In these instances, employ••s should revi.w the propos~d
transaction with their company'. affiliate transaction contact Of the PaCifiC
Tel.sis Group contacts in consultation with the appropriate legat
representative before undertaking it.

)
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GOODS AND SERVICES

Tariffed goods and services are those provided by an affiliate at tariffed
prices authorized by a regulatory commission.

• Sales Between Affiliates

Sales of tariffed goods and serviclS among affiliates shall be at the tariffed
prices established by the applicable regulatory commission with the
following exception:

- CPUC Decision 92-07-072. Finding of Fact (FOF) 65 states: "Pacific
must pay PBIS the lower of either market value or fully allocated cost.
as determined when the upgrade has been installed. for voice malt
service from PBIS·.

Non-tariffed goods and services are those which are not governed by any
tariff. They include. but are not limited to. training. CDC. mail 8L
messenger. and Employees Under Contract (loaned employees).

• Sales Emm Telco Amliates IINOD-Telco Amliates

Shall be priced at the higher of fully distributed cost (FOC) plus 10% or
market price (when market price is determinable at a reasonable cost).

A properly executed Transfer Pricing contract must be in place mim to the
provision of telco affiliate servic.s to non-telco affiliates.

The additional 10% surcharg. on FOC is required by the CPUC (Decision
86-01-028).

There are two exception. to this policy:

1. Nevada Bell non-tariff.d goods and services provided to non-telco
affiliat•• shall be at list pric.. Absent a list price. the services shall be
priced at FOC; and

2. Interconnection agr.em.nts betwlln Pacific Bell and its affiliates
becausa they ar. unique arrang.m.nt. covered under contract and
governed by CPUC Decision 90-08-025 a. modified by Oecision
90-10-047. Thi••xception will be r.vised when Pacific BeU's tariff tor
interconnection beComlS effective.

Non-tariffed services provided by Pacific Bell or Pacific Bell Directory to
Pacific Bell Information Services (PBIS) shall be limited to those that are

4
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.critical or essential as defined In Oecision 92·01·012. For more
information. contact the Pacific Bell affiliate transaction contact listed in
Appendix B.

Pacific Ben and Pacific Bell Directory shall determine market price for
services it provides to a non-telco affiliate where there is an annual
aggregate billing to all affiliat.. in exclss of $ 100,000 (excluding
transactions amongst Pacific Bell, Pacific alII Dirlctorv and Nevada aelll.
The studie. shall be completld no more than 180 days Ift,r Pacific Be"
determines, or should have determined, the '100.000 threshold has been
met. Pending completion of the market pricing studies. a non-teleo affiliate
shall be charged FOC plu. 10%. If the results of the studv find that
market price is higher than FOC plus 10%. Pacific Sell shill retroactively
bill the non-telco .ffiliate (retroactive to the beginning of the vear in which
the .100K threshold wa. re.ched) the difference betwlln FOC plus 10%
and market price, plus applicable int.r.st (using the av.rag. 90 day
commercial paper int.rest rat...

Telco non-tariffed servic•• provided to I non-telco affiliatl .r, not required
to be mad, available to outside third parti...

A below-the-line service provided by I telco Iffililte to I non-t.lco affiliate
shall be provided at market price•

• Sales fIlm NOll-Telco AflUiatesIITelco AfIDlates

Shill be priced at the lower of FDC or market I)rice.

• Sales Isl!!Jm Telco AflUiates

ShaD be priced at FDC•

• Services performed by the Pacific Telesis Group Boldinl
Compa., for its subsidiaries

Shall be governed bv the HoIdinO Company colt Illocation policies and
guideline,.

s



REFERRALS

EFnCTlVE """

A referral is the identification of customers by Pacific Bell or Pacific Bell
Directory to a non-telco affiliate. or the provision of information about a
non-telco affiliate to customers by Pacific Sell or Pacific Sell Directory.

• Referrals From Pacific BeU or Pacific BeU Directory to NOD­

Telco Affiliates

A properly executed Transfer Pricing contract must be in place prior to the
provision of referrals by Pacific Sell or Pacific Bell Directory to non-talco
affiliates. Referrals must be tracked and reported to the CPUC.

Equipm.nt and Service referral. made to a non-telco affiliate shall be
priced at FDC plus 10%. In addition to FOC plus 10%. a 13% fM on
referral sales revenue recliv.d by the non-tllco affiliatl shall be paid to
Pacific Bill or Pacific Bill Oir.ctory. For succlssful equipment referrals.
wh.th.r for n.w or' existing accounts, the , 3% fe. applies to the sales
pric. of the .quipment. For succ.ssful s.rvic. r.f.rrals mad. to PBIS. the
'3% f•• appli.s to the first montli's r.v.nu•• g.nerated by the referral
(that ••rvice rev.nue shall includ. the first month'. recurring and
non-recurring charges from the succ.ssful r.ferran.

The epplication of the , 3% fM to r.f.rrll sal•• rev.nue is required by the
CPUC (O.cision 87-12-067) and wa. based on Customer Premise
Equipm.nt (CPE) r.f.rrals by Pacific S.II to Pacific T.lesis' non-regulated
affiliates•

• TnckiDI Requirements

Pacific Bell or Pacific B.II Directory shall submit e tracking and
reconciliation plan to the CACO and ORA 30 day. prior to providing any
r.f.".... For more information consult the Pacific S.II contact (see
Appendix B).

Saa Recording, Tracking and Raconciliation saction (paga 23) for more
information.
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ASSET SALES

GENERAL

EQUIPMENT

EmcT1YIII'"

In glnlral, no assets may bl removld from Pacific Bin without explicit
CPUC plrmission. If thl ISS.t is no long.r n..d.d by Pacific Bt" to
carry out its duties, CPUC p.rmission is not r.quir.d. How.ver if the
aSSlt is still nlld.d, prior to the ul., consult your company affiliatl
transaction contact (51. App.ndix BI or your appropriatl legal
repr.slntativ. to dltlrminl whither CPUC permission (under California
PU Cod. Section 851) is rlquirld.

Equipm.nt includ.s physical ISHtS oth.r than r.al property bought for
use in thl bUlin.... Equipm.nt includl•• but is not limited to, furniture.
t.rminal 'Quipm.nt. personal comput.rs and c.ntral office IQuipment.

• Sales Em.D1 Telco AmnatesItNOD-Telco Affiliates

Shall be priced at the higher of net book value plus the sllItr's
increment.1 tranuction coltS or fair mlrklt valUl.

SIIe of .QUipm.nt from Nevadl IIU to non-telco Ifflliltll shill bl at list
price. Abient a lilt pric•• the hioher of mark.t pric. or nit book valut
plus the IIIler'. increm.ntll transaction COiti.

• Sales Emal NOD-Telco AftDiates IITelco Afflliates

Shill be priced It the lower of net book VIIUl or flir mlrket valul.

• SaleslltBD Tetcos

ShIll be DriCed It net book value plus the s.ll.r's incrementl' tranSlction
cOMa.

• ReportiDl RequiremeDts

Plc:ific ... Ind PacifIC IIU Directory must notify the CPUC 30 dlYs in
ICIvance of any ....t sail with • flit mlrket velue of ., 00.000 . or
gru,er (Decision .7-'2-017. OrdlrinQ ".r.or.ph. 21). S.. Rigortlng
ReQUirements Hetion (010' 21) for further Information.
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REAL PROPERTY

Emcnvlll,4JS

Real Property includes land and any improvements thereon, such as
buildings (including capital improvements to the buildings). Questions
concerning real property sales should be directed to your company
affiliate transaction contact (see Appendix Bl.

• Sales From Telco Affiliates I2 Non-Telco Affiliates

Shall be priced at the higher of net book value plus seller's incremental
transaction costs or fair market value.

For sales from Pacific sen or Pacific sen Directory. fair market value shall
be established by competitive bid. The use of competitive bid is required
by the CPUC (Oecision 86-01-028, Ordering Paragraph .8>' For more
information consult the Pacific Sell affiliate transaction contact listed in
Appendix S.

Sail of real proplrty from Nlvada Sell to non-telco· affiliates shall be at
list praci. Absent a list prici. the higher of marklt prici or net book.
value plus the Hllir's incremental transaction cost•

• Sales From Non-Telco Amnates I2 Telco Amliates

Shall be pricld at the lower of nit book value or fair market value .

• Sales Ismun Telco AmUates

Shall be priced at net book value plus the Hllir's incremental transaction
costs•

• ReportiD& Requirements

Plcific Bell and Pacific Bell Oirectory must notify the CPUC 30 davs in
advance of the sale of real property with a fair marklt value of
'100,000 or grlatl'. See RIPorting RlQUiremlnts Hction (pages 26
and 28) for further information.
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REAL PROPERTY
RIGHTS

A. real prop.rty right is the right off.r.d by on. affiliatl to anoth.r to
purchas. rell property (e.g. an option). Qu.stions conclrning the
transflr of rill property rights should be dirlcted to your company
affililte trlnslction contlct (Stt Appendix B) .

• TnDSfen From Telco Affinates~ NOD-Telco Affiliates

Shill b. pricld It mark.t priCI.

For transf.,s from Pacific BIll or Pacific BIll Oir.ctory, market price shall
be .stablished using an ind.pend.nt appraisal. Th. use of an
ind.pendent appraisal is rlQuired by the CPUC (O.cision 87-' 2-067.
Ord.ring Paragrlph 34c). Th. ind.pend.nt Ipprlisal shall .consider the
following:

• the r.lationship of the party .x.rcising the option to Pacific Bell or
Pacific Bell Oirectory;

• the salling prici of the property if '.cific BIll or Pacific B.II Oirectory
vac.ted the property; and

• the I.... r.tl of the property if Pacific BeU or Pacific B.II Oirlctory
vac.ted the property.

• Tnufen f.mm NOD-Telco AffiliatesIITelco Affiliates

Shall be priced .t market prici.

• Tnufen Betweea Telco Afllliates

Shd be within. constraints of let" .nd retulatory requirem.nts and
shall incorper.tl tho.. terms and Canditionl agreed upon by the
negodating tllco .ffili.tls provided such terms are not I... than the
...... incremlntal cOlt of the transaction•

• Repordal Requiremeats

Pacific ....nd Plcific leU Directory mUit notify the CPUC 30 days in
.dvencl of the .... of r.aI property riOhtI with • fair market value of
.100.000 or grllt". S.. ,..porting "aquirlmentl section (pag. 26) for
further information.
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LEASES

LEASES

uncrtVillM

Leases are agreements that convey the right to use tangible or intangible
assets. normally property. plant or equipment. usually for a specified
period of time, and establish the terms and conditions of such
conveyance. Ouestions concerning leases should b. dir.cted to your
company affiliate transaction contact (s•• App.ndix BL

• Leases f.!:2m Telco Affiliates I.2 NOll-Telco AmUates

Sh.1I be pric.d .t the higher of FDC pt~ 10~ or m.rk.t pric....

Prior to the I.... of t.lco property, consult your comp.ny a'filiat.
transaction contact tse' Appendix B) or your appropriate legal
r.pre..nt.tiv. to d.t.rmine whither CPUC permission tunder California
PU Cod. S.ction 851) i. required..

A properly .xecut.d Tr.nlf" Pricing contr.ct must be in plac. miQ! to
provision of a t.lco affili.t. I.... to • non-t.lco affiliat•.

L..... from N.v.d. BIll to non-t.lco .ffili.t.. shill be at list price.
Absent a list pric., the I.... shill be pric.d at FDC.

• Leases From NOll-Telco AfIlliates IITelco AmUates

Shall be pric.d at the low.r of FDC or m.rk.t pric•.

• Leases Ism. Telco AflUiates

Shall be pric.d at FDC.
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PROPRIETARY INFORMATION

PROPRIETARY
INFORMATION

EFI'ICTtn 11..,

• IaformatioD Tnasferred From Telco Affiliates to Non-Telco
Affiliates

Employ••s must handle propri.tary information (PI) according to the
Pacific Ttle., Groyp POlicy on ProprilSary Information (S.. Appendix El
which specify thl circumst.nc.. und.r which it may be shared WIth
affiliat.s. Propri.tary information includes any kind of information that:

• provid.s an .conomie advantage over competitors and others who do
not h.ve the information:

• if it i. r.I....d in an unauthoriz.d or improper m.nn.r. the company
will suffer an economic harm. loa or diudvantag. II a r.sult: and

• the company hal m.dl re..anabel .ffort. to maintain its secrecy
including limiting the distribution and requiring non-disctosur.
Igr..mlnu to be signed.

PI 'allO includl' any information which the company hal a contractual.
llgal or regulatory obligation to protect. Etch .mpioyee is rtsponsible for
tr.ating propriltary information with care.

Propriltary information can includl. but is not limited to:

• buIinI.. and financial inform.tion:
• technical data and drawings:
• record' or llttl,.:
• cuatomer account inform.tion;
• trICII Mereu:
• new proilCt or marklting pI.na:
• coetdata:'
• ulery information: and
• personnel information.

Iv the PeC's Computer InQUiry II Order, emDloy", of Pacific Bell.
NevecIa ... and Pacific Till., may not providl customer propri.tary
network information (CPNI) to any T..... company that furnishes
customer prlmi.., .QUipment (CPI) or enhanced IIMels to others
unit.. such information is available to any mamber of the public on the
111M tlrm, and eonditiona (availabll upOn a eustomlr's writtln rlQuest).
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PROPRIETARY
INFORMATION
(CONTINUED)

EmCTIVEl1M

• Tnnsfers Between Telco Affiliates

Shall be within the constraints of legal and regulatory requirements and
shall incorporate those terms and conditions agreed upon by the
negotiating telco affiliates. provided such terms are not leu than the
seUer's incremental cost of the transaction.

Questions concerning proprietary information should be discussed with
your supervisor or your company affiliate transaction contact <See
Appendix B).
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INTELLECTUAL PROPERTIES

INTELLECTUAL
PROPERTIES

EFF'£CT1VIll19S

For purposes of this document intellectual properties liP) include patents.
software, copyrights, trademarks, and service marks. Questions
concerning intellectual property matters should be directed to your
company affiliate transaction contact (see Appendix BL

• TnDsCen From The HoidiDI CompaDY 1:2 All Affiliates

Intellectual property owned by the Pacific Telesis Group Holding
Company, including ownership of all trade marks and service marks. is
generally made available to all .ffiliatl. without compensation. However.
tr.demark, .nd servici m.rk, which are in current use but. which have
been developed by one or morl .ffili.tes will not be made Ivailable by
thl Holding Company to other .ffiliate. without writtln consent of the
developing If1mate(,) and potenti.lly with compensation. Incremental
transaction costl incurred by the Holding Compan,. will be billed in
accordance with the Holding Company cost allOCltion policy and
guideline•.

• TnasCen fmm Telco AflUlates IINOD-Telco AmUates

enm to the provi,ion of IP to • non-telco affili.te, the tllco Iffiliate must
ensure thlt it. customer, will not be .dvlrHly imp.cted as a result of
that disclosurl. Addition.ny, • property executed Tr.nsfer Pricing
contr.ct must be in pl.c. priO( to the provisjon of t.,co affiliate IP to a
non-t.lco .ffiliate.

For IP provided from tllco Iffililtl' to non-tllco Iffiliatl., tricking and
pricing rlQUirlmlnts should be in acCordlnc. with the Pacific Telesis
Group Policy on Proprietlry Information contained in Appendix E.

Note: If lP I. provided to PlIS, the IP must be ·critic.1 or essential.·
• defined in Decision 12-07-072 (III Appendix C for the definition
of criticll or ....nti.n.

If" -pert of I telco .ffiUlte service provided to I non-tllco Iffiliatl, the
telco Iflinatl win be compensated for the IP by the non-tl'co affiliatl's
payment for the undertying serviCI. If, however, the tllco affiliate
determines that the IP hal a separatlly idlntifiable value in .ddition to
the direct value of providing the IIMcI to the non-tllco .ffiliatl,. ,the
tllco affiliatl will idlntify the va'ue and bill the non-tllco .fflhate
separltlly for this valUl.
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